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Memo 

To:  Agriculture and Natural Resources Appropriations Subcommittee 
From:  Deb Kozel, LSA 
Date:  February 2, 2011 
Subject:  Questions from February 2, 2011, meeting 
 
Agriculture Drainage Wells—all designated agricultural drainage wells have been 
closed or registered with the Department of Natural Resources (DNR) and have 
obtained a 10-year permit.  Of the original 296 agriculture drainage wells identified, 122 
have been closed and 23 are in the planning stages of being closed.  The remaining 
wells are permitted with the DNR. 

Underground Storage Tanks—the DNR reported on December 30, 2011, that 6,300 
petroleum releases from leaking underground storage tanks had been documented in 
Iowa.  As of that date, 5,100 sites have been closed.  See Attachment A for more 
information. 

Iowa State University—the Board of Regents approved the purchase of Iowa 
Veterinary Specialties Laboratory on January 13, 2011.  This 24-hour-a-day operation 
provides emergency and specialty services for animals. The purchase price of $4.6 
million includes the purchase of real estate priced at $1.6 million and business assets of 
$3.0 million.  Iowa State University (ISU) is purchasing the real estate with financing 
from Wells Fargo and the business assets are being purchased with a loan from the 
Iowa State 1993 Trust Fund.  The business will be operated by a non-profit entity, ISU 
Equities that is being reorganized as ISU Veterinary Services Corporation.  No tax 
dollars will be used for the purchase and the operation will be run with 68 employees 
that are not State employees.  For more information see Attachment B. 

Brownfields—the Department of Economic Development (DED) administers the 
Brownfield Site Redevelopment Program that identifies abandoned or underutilized 
industrial or commercial properties where some type of contamination prevents 
redevelopment of the site.  The DED utilizes the DNR as the source to provide technical 
assistance for remediation and for hazardous waste cleanup.  For more information 
refer to:  http://www.iowalifechanging.com/business/brownfields.aspx. 

Debra F. Kozel  
Sr. Legislative Analyst 
Ola Babcock Miller Building 
Des Moines, IA  50319 
 
Phone: 515.281.6767 
E-mail: deb.kozel@legis.state.ia.us 
 

 
 
 
 
 
 
 
 
 
                     Glen Dickinson, Director 
 

http://www.iowalifechanging.com/business/brownfields.aspx


 

December 30, 2010 

Of the ~ 1,200 open LUST sites: 

 632 High Risk (threat to human 
health) sites planning or 
undergoing corrective actions, or 
post-remediation monitoring 

 330 Low Risk sites conducting 
annual monitoring 

 182 sites have not yet been 
classified 

 75 sites classified ‘no action’ for 
risk, but conducting free product 
recovery 

 

UNDERGROUND STORAGE TANK FUND – 2010 DNR UPDATE 
 
To date about 6,300 petroleum releases from leaking underground storage tanks (LUST) have been 
documented in Iowa.  Since the inception of the UST Fund & Board in 1989, nearly 5,100 sites have been 
closed.  Approximately 1,200 sites are ‘open’ (under investigation or conducting cleanup, or not progressing).  
 
Of the open LUST sites, about 970 are open claims with the UST Fund.  These sites are eligible to receive 
funding from the UST Fund for assessment and cleanup of releases that occurred prior to October 26, 1990.  
The remaining open LUST sites (~230) are either funded by private insurance, owners, or not funded.  Often 
the lack of a viable responsible party (RP) and/or funding source creates delays in getting petroleum releases 
assessed or cleaned up.   
 
Over the past three years, on average, 148 sites are closed per year; however, 45 new sites per year are 
identified.  These could be recent releases from active stations, or simply a new discovery of old 
contamination.  Corrective actions for new releases from active systems are typically funded by the RP or the 
RP’s insurance carrier; they are not funded by the State’s UST Fund.  
 
Time needed to close the remaining LUST sites 
Revenue that supports the UST Fund is set to ‘sunset’ in 2016.  Thus, the goal is to address as many open sites (or more specifically, 
open ‘claims’) as possible prior to depletion of the UST Fund.  The Department goal is to see that all releases (not just UST Fund 
claim releases) are addressed in a timely manner, and as resources may allow.   
 
The time it takes to close a given LUST site, however, is difficult to predict due to a 
number of factors:   

 no viable RP to proceed with required activities (e.g., the RP is unknown, 
unwilling or unable to pay for work);  

 limited accessibility to soil or groundwater in need of cleanup (e.g., under a 
home, highway, or active gas station);  

 complex environmental factors (e.g., groundwater contaminants are deep 
and difficult to extract, contaminants are bound to tight clay soils, weather,  
or disagreements on ‘ownership’ of contamination). 

 
Process for closing sites 

1. Once a release has been confirmed (soil or groundwater contamination 
above DNR standards), the RP is required to hire a certified groundwater professional to conduct an investigation.   

2. Per regulations, a ‘risk-based’ corrective action (RBCA) approach is used to assess the site, which often includes soil and 
groundwater sampling to determine the extent of the contamination.  The concept of RBCA is to target limited resources to 
the releases/sites that are creating public health, safety or environmental risks.   

3. Upon completion of a RBCA evaluation, a site will be classified high risk, low risk, or ‘no action required’.  Low risk sites are 
required to be monitored until contaminant concentrations naturally degrade to ‘safe’ levels (this can take a very long 
time).  Corrective action is required at high risk sites – this may include cleanup or eliminating a pathway for exposure to 
the contaminant (e.g., plugging a drinking water well using a contaminated aquifer).   

4. Corrective action plans are often a collaborative effort among stakeholders - the RP, their groundwater professional, DNR 
project managers, and representatives of the funding agency (UST Fund, PMMIC insurance, etc.). 
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  Contact:  Aimee Clayton 

 
 

PROPOSED ACQUISITION OF  
IOWA VETERINARY SPECIALTIES, P.C. 

 
Actions Requested:  Consider the following actions requested by Iowa State University related 
to the acquisition of assets of Animal Emergency Clinic, PC d/b/a Iowa Veterinary Specialties, 
PC (IVS) for the amount of $4.56 million, and authorize the operation of IVS through a non-profit 
entity (Iowa Veterinary Services Corporation) affiliated with the University: 
 
1. Approve the University’s request to purchase real estate located at 6110 and 6120 Creston 

Avenue, Des Moines, Iowa  50321 from IVS at the price of $1,550,000, and approve the 
University’s proposed financing plan for the purchase of the real estate and business assets 
($3,010,000) of IVS. 
 

2. Approve the Restated Articles of Incorporation and By-laws of Iowa State University Equities 
Corporation, and authorize the Executive Director of the Board of Regents and Iowa State 
University to take actions necessary to adopt the restated Articles of Incorporation and By-
laws and to execute the Real Estate Lease. 
 

3. Delegate to the University the authority to execute the Asset Purchase Agreement, Affiliation 
Agreement and Repayment Agreement. 

 
(ROLL CALL VOTE) 
 
Executive Summary:  Iowa State University (ISU or University) is requesting approval of a 
number of actions related to the acquisition of Iowa Veterinary Specialties.  Iowa Veterinary 
Specialties is a modern 7200 square foot private veterinary hospital that is comprised of a 24 
hour small animal emergency facility and a surgical and internal medicine specialty practice.  
The proposed acquisition of IVS includes the real estate, equipment and active veterinary 
practice.   
 
Background:  The purchase of IVS will provide the opportunity for enhancement of clinical and 
educational experiences for Iowa State University veterinary students and residents.  Ownership 
of IVS will create an avenue for translating clinical research into practice.  It also offers a unique 
venue for the College of Veterinary Medicine to enhance continuing education for the 
veterinarians, technicians and animal owners of the greater Des Moines community.   
 
IVS is geographically close to the Lloyd Veterinary Medical Center at ISU, enabling 
collaboration in the provision of comprehensive medical care for both citizens and veterinarians 
in the greater Des Moines area through diagnostic services and case referrals.  As a specialized 
veterinary hospital IVS serves, rather than competes with, Des Moines veterinary practices.    
 
The University employed the services of Belin McCormick, PC, Simmons and Company and 
RSM McGladrey as consultants for the proposed acquisition of IVS.  The University and its 
consulting team have completed due diligence.  A review of the disclosures indicates IVS’s 
business is in excellent shape and does not have significant outstanding liabilities.  The real 
estate phase 1 environmental scan reveals no known problems.  The University has completed 
a building inspection and finds the built facility to be in sound condition.  Real estate and 
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business appraisals conducted by the consulting team confirm the total purchase price of $4.56 
million to be fair for the assets. 
 
Upon Regent approval, the parties have agreed to close the purchase transaction on January 
31, 2011.  Individual components of the acquisition are further described below. 
 
Acquisition of Business Assets 
 
Iowa State University proposes the acquisition of substantially all of the business assets of IVS, 
including real estate, business records, goodwill, equipment, inventory, specified contract rights, 
intellectual property rights and other property for a total purchase price of $4.56 million.  The 
real estate will be held by ISU, and the remaining assets will be held by a university-affiliated 
non-profit entity.  Two real estate appraisals were obtained and the real estate purchase price of 
$1.55 million is in accordance with Regent Policy Manual.  A map showing the location of the 
real estate is included as Attachment A.  The appraisal of the non-real estate assets by Dr. 
Richard Goebel of Simmons and Company, who has been retained by ISU as an independent 
veterinary practice consultant, indicates a fair price for the clinic.   
 
The Asset Purchase Agreement provides as follows: 
 
 Detailed descriptions of the acquired and excluded assets. 
 A listing of assumed liabilities and contracts, such as equipment leases, and exclusion of 

the remainder. 
 A purchase price allocation agreed to by the Seller and the Buyer as advised by the 

parties’ accountants. 
 Usual and necessary representations and warranties of the Seller. 
 Usual and necessary representations of the Buyer. 
 Closing date deliverables and conditions. 
 Seller and Buyer indemnifications, including a deposit in escrow of 10% of the total 

purchase price, release of which is conditioned upon the Seller meeting the terms of the 
agreement.  The agreement provides for partial release on June 30, 2011 ($260,000) 
with the remainder released on March 31, 2012, assuming no claims have been filed.   

 
Reorganization of Iowa State University Equities Corporation (ISU Equities) 
 
Iowa State University proposes reorganization of an existing university-affiliated nonprofit entity, 
ISU Equities, for the purpose of operating IVS.  ISU Equities is expected to retain its IRS status 
as an exempt organization after reorganization.  ISU Equities will be renamed “ISU Veterinary 
Services Corporation” (ISU-VSC) and reorganized for the purposes of serving Iowa State 
University’s College of Veterinary Medicine.  Amended Articles of Incorporation and By-laws are 
included in Attachment B. 
 
The University will be the sole corporate member of ISU-VSC, and the Board of Directors will be 
comprised of three ISU officials or employees and two veterinarians serving the Des Moines 
Metropolitan area.  As the sole corporate member, the University must consent to any action to 
amend the Articles of Incorporation and the By-laws, to dispose of substantially all of the 
corporation’s assets, to engage in any corporate restructure, to incur long-term debt in excess of 
$500,000, and to voluntarily dissolve.  Upon dissolution, the assets of ISU-VSC shall be 
distributed to the University.           
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ISU-VSC is to be organized exclusively for charitable, scientific and educational purposes, 
including providing: 
 
 Iowa State University veterinary students and residents with opportunities for 

experiential learning. 
 Faculty and staff of the ISU College of Veterinary Medicine with opportunities to assist in 

the provision of quality veterinary health care in the greater Des Moines area. 
 Researchers at the ISU College of Veterinary Medicine with opportunities to advance the 

practice of veterinary medicine. 
 Support to the ISU College of Veterinary Medicine and a physical location to conduct 

continuing education programs for veterinarians and their staff in the greater Des Moines 
area. 

 Quality emergency and specialty veterinary care in the greater Des Moines area by 
serving the greater Des Moines veterinary community and the its clients. 

 
Financing Plan 
 
Iowa State University will purchase the real estate at price of $1.55 million utilizing the Wells 
Fargo Master Lease.  Wells Fargo has agreed to finance the purchase of the real estate, and 
ISU is working with the law firm of Ahlers and Cooney, PC to finalize these arrangements.  The 
real estate will then be leased to ISU Veterinary Services Corporation (ISU-VSC) for the 
operation of the business.  ISU-VSC will be responsible for repayment of the purchase price of 
the real estate, including interest at an estimated rate of 5.4% per annum.  ISU-VSC shall make 
twenty consecutive semi-annual payments, with the first payment due May 1, 2011.     
 
The balance of the purchase price for the non-real estate assets, $3.01 million, will be financed 
by a loan from the Iowa State University 1993 Trust.  The President of the University is the sole 
trustee and has the authority to approve investments with no restrictions.   The loan and 
repayment schedule for the non-real estate assets will provide an appropriate rate of return on 
the Trust.  The outstanding principal balance shall bear interest at an estimated rate of 5.4% per 
annum.  Beginning May 1, 2011, ISU-VSC will be responsible for making twenty consecutive 
semi-annual payments, with the loan set to mature on November 1, 2020. 
 
In order to assist ISU-VSC in meeting its initial business operating needs, the University 
proposes advancing ISU-VSC working capital in the amount of $450,000 to be financed through 
a loan from the Iowa State University 1993 Trust.  As indicated in ISU-VSC’s cash flow 
statement, included as Attachment C, it is anticipated that ISU-VSC will begin repayment of the 
working capital advance plus interest at an estimated rate of 5.4% per annum in 2014. 
 
The financial pro forma and cash flow statements for ISU Veterinary Services Corporation, 
which have been reviewed by Dr. Goebel, conservatively indicate adequate cash flows and net 
revenues to meet the clinic’s financial obligations.  These projections assume modest revenue 
growth and do not include an adjustment for operating efficiencies anticipated by having a 
relationship with the Lloyd Veterinary Medical Center.  The College of Veterinary Medicine is 
committed to meeting all of the operating and financial obligations associated with acquiring 
IVS. 
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Affiliation Agreement 
 
The relationship between the University and ISU-VSC will be governed by an Affiliation 
Agreement, which includes the following terms: 
 
 The University will lease the acquired real estate to ISU-VSC. 
 ISU-VSC will repay the financial costs of acquisition of both the real estate and business 

assets of IVS as provided in the financial plan.  ISU-VSC shall grant the University a 
security interest in all assets, including cash accounts, investments, receivables and 
equipment to assure repayment. 

 ISU-VSC and the University shall collaborate in areas of research, continuing veterinary 
education and improvement of the practice of veterinary medicine. 

 IVS shall be available for clinical rotations for ISU students, who shall be under the 
supervision of IVS staff. 

 Upon approval of IVS, ISU faculty may be granted privileges to practice at IVS. 
 The University shall provide assistance in recruiting talented specialists and training IVS 

clinicians and staff in other areas as reasonably requested.  
 IVS will refer cases which require care beyond IVS’ capability or capacity to ISU Lloyd 

Medical Center. 
 IVS will use the diagnostic services of ISU College of Veterinary Medicine Diagnostics 

when such services are beyond IVS’ capability or capacity. 
 IVS shall remain fully responsible for provision of professional veterinary services. 

 
Documents referenced above which are not attached to this memorandum are available from 
the Board Office. 
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